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Independent Auditor’s Report 
 
 
To the Honorable Mayor and 
Members of the City Council: 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the business type 
activities, each major fund and the aggregate remaining fund information of the City of Sanborn, Iowa, as of and 
for the year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise the 
City’s basic financial statements listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with the cash basis of accounting described in Note 1.  This includes determining the cash basis of accounting is 
an acceptable basis for the preparation of the financial statements in the circumstances.  This includes the design, 
implementation and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our 
audit in accordance with U.S. generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the City’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the City’s internal control.  Accordingly, we express no 
such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Basis for Adverse Opinion  

The City has not included financial data from Sanborn Electric and Telecommunications Utility, a component unit 
of the City of Sanborn by definition, in the City’s financial statements.  Accounting principles generally accepted 
in the United States of America require the financial data to be presented as a discretely presented component unit 
in the Cash Basis Statement of Activities and Net Position.  The amount by which this departure would affect the 
overall cash balance, cash receipts and disbursements of the City as of and for the year ended June 30, 2014 has 
not been determined. 
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Adverse Opinion 

In our opinion, because of the significance of the matter described in the “ Basis for Adverse opinion on the City’s 
Component Unit” paragraph, the financial statements referred to above do not present fairly the cash balance of 
Sanborn Electric and Telecommunications Utility, a component unit of the City of Sanborn as of June 30, 2014 or 
the cash receipts and disbursements thereof for the year then ended in conformity with the basis of accounting 
described in Note 1.  

Unmodified Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
cash basis financial position of the governmental activities, the business type activities, each major fund and the 
aggregate remaining fund information of the City of Sanborn as of June 30, 2014, and the respective changes in 
its cash basis financial position for the year then ended in accordance with the basis of accounting described in 
Note 1.  

Basis of Accounting 

As described in Note 1, these financial statements were prepared on the basis of cash receipts and disbursements, 
which is a basis of accounting other than U.S. generally accepted accounting principles.  Our opinion is not 
modified with respect to this matter. 

Other Matters 

Supplementary and Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City of Sanborn’s basic financial statements.  We previously audited, in accordance with the 
standards referred to in the third paragraph of this report, the financial statements for the five years ended June 30, 
2013 (which are not presented herein) and expressed unmodified opinions on those financial statements which 
were prepared on the basis of cash receipts and disbursements.   The financial statements for the four years ended 
June 30, 2008 (none of which are presented herein) were audited by other auditors.  Those audit reports expressed 
unmodified opinions on the primary government financial statements for the four years ended June 30, 2008.  The 
supplementary information included in Schedules 1 through 4 is presented for purposes of additional analysis and 
is not a required part of the basic financial statements. 

The supplementary information is the responsibility of management and was derived from and relates directly to 
the underlying accounting and other records used to prepare the basic financial statements.  Such information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with U.S. generally accepted auditing standards.  In 
our opinion, the supplementary information is fairly stated in all material respects in relation to the basic financial 
statements taken as a whole. 

The other information, Management’s Discussion and Analysis and the budgetary comparison information on 
pages 5-11 and 26-27 has not been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we do not express an opinion or provide any assurance on it.   

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated February 5, 2015 on our 
consideration of the City of Sanborn’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts and grant agreements and other matters.  The purpose of 
that report is to describe the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing and not to provide an opinion on the internal control over financial reporting or on 
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compliance.  That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the City of Sanborn’s internal control over financial reporting and compliance. 

 

 

February 5, 2015
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

 
The City of Sanborn, Iowa provides this Management’s Discussion and Analysis of its financial 

statements.  This narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 
2014.  We encourage readers to consider this information in conjunction with the City’s financial statements, 
which follow. 
 

2014 FINANCIAL HIGHLIGHTS 

 

 The City’s total receipts for governmental activities increased by approximately $482,000 from 2013.  
The increase was due in large part to the increased bond proceeds received in fiscal year 2014.     

 

 Disbursements from the City’s governmental activities increased by approximately $844,000 in fiscal 
year 2014 from fiscal year 2013. Disbursements increased mainly due to the street improvement 
project during the year.   
   

 The City’s total cash basis net position decreased $414,000 from June 30, 2013 to June 30, 2014.  Of 
this amount, the cash basis net position of the governmental activities decreased by approximately 
$155,000 and the cash basis net position of the business type activities decreased by approximately 
$259,000. 

 
USING THIS ANNUAL REPORT 

 

The annual report consists of a series of financial statements and other information as follows: 
  

Management’s Discussion and Analysis introduces the basic financial statements and provides an 
analytical overview of the City’s financial activities. 

 
The Government-wide Financial Statement consists of a Cash Basis Statement of Activities and 

Net Position.  This statement provides information about the activities of the City as a whole and presents 
an overview of the City’s finances. 

 
The Fund Financial Statements tell how governmental services were financed in the short term as 

well as what remains for future spending.  Fund financial statements report the City’s operations in more 
detail than the government-wide statement by providing information about the most significant funds. 

 
Notes to Financial Statements provide additional information essential to a full understanding of 

the data provided in the basic financial statements. 
 

Other Information further explains and supports the financial statements with a comparison of the 
City’s budget for the year. 

 
Supplementary Information provides detailed information about the nonmajor governmental 

funds, the City’s indebtedness, and the Governmental Funds’ cash receipts and disbursements for the 
year.   
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BASIS OF ACCOUNTING  

 
The City maintains its financial records on the basis of cash receipts and disbursements and the financial 

statements of the City are prepared on that basis.  The cash basis of accounting does not give effect to accounts 
receivable, accounts payable and accrued items.  Accordingly, the financial statements do not present financial 
position and results of operations of the funds in accordance with accounting principles generally accepted in the 
United States.  Therefore, when reviewing the financial information and discussion within this annual report, the 
reader should keep in mind the limitations resulting from the use of the cash basis of accounting. 

 
REPORTING THE CITY’S FINANCIAL ACTIVITES 

 
Government-wide Financial Statement 

 
One of the most important questions asked about the City’s finances is, “Is the City as a whole better off 

or worse off as a result of the year’s activities?”  The Cash Basis Statement of Activities and Net Position reports 
information which helps answer this question. 
 

The Cash Basis Statement of Activities and Net Position presents the City’s net position.  Over time, 
increases or decreases in the City’s net position may serve as a useful indicator of whether the financial position 
of the City is improving or deteriorating. 
 

The Cash Basis Statement of Activities and Net Position is divided into two kinds of activities: 
  

 Governmental Activities include public safety, public works, culture and recreation, community 
and economic development, general government, debt service and capital projects.  Property tax 
and state and federal grants finance most of these activities. 

 

 Business Type Activities include the water, gas, sewer rental and sold waste collection system.  
These activities are financed primarily by user charges. 

 
Fund Financial Statements 

 
The City has two kinds of funds: 

 
1)  Governmental funds account for most of the City’s basic service.  These focus on how money flows 

into and out of those funds, and the balances at year-end that are available for spending.  The governmental funds 
include:  1) the General Fund, 2) the Special Revenue Funds, such as Road Use Tax, Urban Renewal Tax 
Increment and Local Option Sales Tax, and 3) the Debt Service Fund.  The governmental fund financial 
statements provide a detailed, short-term view of the City’s general government operations and the basic services 
it provides.  Governmental fund information helps determine whether there are more or fewer financial resources 
that can be spent in the near future to finance the City’s programs. 

 
The required financial statements for governmental funds include a Statement of Cash Receipts, 

Disbursements and Changes in Cash Balances. 
 

2) Proprietary funds account for the City’s Enterprise Funds and the Internal Service Fund.  Enterprise 
Funds are used to report business-type activities.  The City maintains four Enterprise Funds to provide separate 
information for the water, gas, sewer rental and solid waste collection funds.  Internal Service funds are an 
accounting device used to accumulate and allocate costs internally among the City’s various functions. 
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The required financial statements for proprietary funds include a Statement of Cash Receipts, 

Disbursements and Changes in Cash Balances. 
 
Reconciliations between the government-wide statement and the fund financial statements follow the fund 

financial statements. 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 

 Net position may serve over time as a useful indicator of financial position.  The City’s cash balance for 
governmental activities decreased from a year ago by approximately $155,000.  The analysis that follows focuses 
on the changes in cash balances for governmental activities. 
   

 Changes in Cash Basis Net Position of Governmental Activities 
 (Expressed in Thousands)  
  Year ended June 30.  
  2014  2013 

 Receipts: 

  Program receipts: 
   Charges for service $ 412  405 
   Operating grants, contributions and restricted interest  240  218 
   Capital grants, contributions and restricted interest  48  155 
  General receipts: 
   Property tax  439  424 
   Tax increment financing  239  310 
   Local option sales tax  135  134 
   Unrestricted investment earnings  8  8 
   Bonds issued  700  150 
   Miscellaneous  161  137 
   Sales of assets  51  10 
    Total receipts  2,433  1,951 
 
 Disbursements: 

  Public Safety  219  600 
  Public works  195  176 
  Culture and recreation  525  507 
  Community and economic development  142  142 
  General government  146  164 
  Debt service  296  433 
  Capital projects  1,343  - 
    Total disbursements  2,866  2,022 
 
 Change in cash basis before transfers  (433)  (71) 
 Transfers, net  278  76 
 Change in cash basis net position  (155)  5 
 Cash basis net position beginning of year  1,185  1,180 
 Cash basis net position end of year $ 1,030  1,185 
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The City’s total receipts for governmental activities increased 25%, or approximately $482,000.  The 
increase in receipts was primarily the result of proceeds received from the issuance of general obligation debt 
during the year. The total cost of all programs and services increased by approximately $844,000, or 42%, 
primarily due to the street improvement project being funded out of the capital projects function during the year. 

 
The cost of all governmental activities this year was approximately $2.867 million compared to 

approximately $2.022 million last year.  However, as shown in the Cash Basis Statement of Activities and Net 
Position on page 11, the amount taxpayers ultimately financed for these activities was approximately $2.166 
million because some of the cost was paid by those directly benefited from the programs (approximately 
$412,000) or by other governments and organizations which subsidized certain programs with grants, 
contributions and restricted interest (approximately $288,410).  The City paid for the remaining “public benefit” 
portion of governmental activities with property tax (some of which could only be used for certain programs) and 
with other receipts, such as interest, local option sales tax and miscellaneous receipts.  Overall, the City’s 
governmental activities program receipts, including intergovernmental aid and fees for service, decreased in fiscal 
year 2014 from approximately $778,000 in 2013 to approximately $700,000, principally due to decreased grant 
proceeds.  

    
 Changes in Cash Basis Net Position of Business-Type Activities 
 (Expressed in Thousands)  
  Year ended June 30.  
  2014  2013 

 Receipts: 

  Charges for service: 
   Water $ 273  253 
   Gas  1,458  986 
   Sewer rental  404  416 
   Solid waste collection  131  114 
  Bond proceeds  -  695 
  Unrestricted interest on investments  4  8 
   Total receipts  2,270  2,472 
 
 Disbursements: 

  Water  226  613 
  Gas   1,446  953 
  Sewer rental  472  484 
  Solid waste collection  107  104 
   Total receipts  2,251  2,154 
 Change in cash basis before transfers  19  318 
 Transfers, net  (278)  (76) 
 Change in cash basis net position  (259)  242 
 Cash basis net position beginning of year  1,076  834 
 Cash basis net position end of year $ 817  1,076 
 

 Total business type activities receipts for the fiscal year were approximately $2.27 million compared to 

approximately $2.47 million from last year. The decrease was due primarily to the receipt of $695 million of bond 

proceeds in the prior year that was not received in the current year.  Disbursements increased slightly however due to 

an increase in the gas purchases as gas prices and consumption in fiscal year 2014.  This increase was offset by the 

decrease of capital project expenditures noted in the water fund. 
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INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS 

 
 As the City of Sanborn completed the year, its governmental funds reported a combined fund balance of 
$949,263, a decrease of approximately $218,000 from last year’s total of $1,166,852.  The following are the 
major reasons for the changes in fund balances of the major funds from the prior year. 
 

 The General Fund cash balance increased by $105,635 during the year.   This increase was due to 
budgeted capital expenditures exceeding actual expenditures during the year. 
 

 The Special Revenue, Urban Renewal Tax Increment Fund cash balance decreased by $205,915, 
primarily from the transfer of $165,000 to the Low-Moderate Housing fund in anticipation of funding the 
low and moderate housing obligation.  
 

 The Special Revenue, Low-Moderate Housing fund cash balance increased $135,122 in fiscal year 2014 
due to the transfer of $165,000 from the Urban Renewal Tax Increment Fund in anticipation of funding 
the housing obligation. 
 

 The Special Revenue, Development Fund decreased $154,871 due a transfer of $200,000 made to the 
General Fund during the year. The transfer was to help fund the street improvement project.  

 
INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS 

 

 The Enterprise, Water Fund increased $43,152 due to normal operations of the fund.   
 

 The Sewer Fund decreased $71,963 due mainly to increased capital expenses in the fiscal year.  
 

 The Gas Fund decreased $270,077 over the primarily from transfers made to the General Fund, the 
Employee Benefits Fund and the Internal Service Fund during the year of $284,500. 

 

BUDGETARY HIGHLIGHTS 
   
 Over the course of the year, the City amended its budget once.  The budget amendment was approved on 
May 15, 2014 resulting in an increase in operating disbursements for Culture and Recreation of $295,850 and a 
reclassification of $200,000 of operating disbursements from the business-type activities to the Community and 
Economic Development function.  The City’s actual disbursements exceeded budgeted limits for the culture and 
recreation and the debt service functions for the year ended June 30, 2014. 

 

DEBT ADMINISTRATION 

  
 At June 30, 2014, the City had approximately $2,930,000 in bonds and other long-term debt, compared to 
approximately $2,558,000 last year, as shown below. 
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 Outstanding Debt at Year-End 
 (Expressed in Thousands)  
  Year ended June 30.  
  2014  2013 
 

  General obligation bonds and notes  $ 1,745 $ 1,290 
  Revenue bonds and notes  1,185  1,268 
    Total receipts and transfers $ 2,930 $ 2,558 
 

Debt increased as a result of receiving the proceeds of water revenue bonds during the year. 
 

 The Constitution of the State of Iowa limits the amount of general obligation debt cities can issue to 5% 
of the assessed value of all taxable property within the City’s corporate limits.  The City’s outstanding general 
obligation debt of $1.745 million is 59% of the City’s constitutional debt limit of $2.97 million. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 

 
 In completing the fiscal year 2015 budget the elected and appointed officials of Sanborn considered many 
factors.  Those factors included the economy, employment rates, operating expenses, capital projects, and other 
government mandates. A conservative approach was used and a balanced budget is anticipated. 
 
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 

 

 This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a 
general overview of the City’s finances and to show the City’s accountability for the money it receives.  If 
you have any questions about this report or need additional financial information, contact the City Clerk, 
102 Main Street, Sanborn, Iowa. 
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taxes was based on January 1, 2011 assessed property valuations, and are based on a certified budget from 

March of 2013. 

 

(12) Deficit Fund Balance  

 

The City reported a deficit balance of $14,063 in the Solid Waste Fund at June 30, 2014.  The deficit in the 

Solid Waste Fund is due in part to a transfer made to the General Fund during the year. 

 

(13)   Subsequent Events 

 

Management has evaluated events and transactions through February 5, 2015, the date the financial 

statements were issued, for potential recognition or disclosure in the financial statements. 

 

(14)   Prospective Accounting Change 

 

The Governmental Accounting Standards Board has issued Statement No. 68, Accounting and Financial 

Reporting for Pensions – an amendment of GASB No. 27.  This statement will be implemented for the fiscal 

year ending June 30, 2015.  The revised requirements establish new financial reporting requirements for 

state and local governments which provide their employees with pension benefits, including additional note 

disclosures and required supplementary information.   
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Part I:  Findings Related to the Financial Statements 

 

INSTANCES OF NON-COMPLIANCE: 

 

No matters were noted. 

 

INTERNAL CONTROL DEFICIENCIES: 

 

I-A-14 Segregation of Duties – We noted that the cash receipts function and the recording of the cash receipts 

is, on occasion, performed by the same person.  

 

Criteria -  One important aspect of internal control is the segregation of duties among employees to 

prevent an individual employee from handling duties which are incompatible. 

 

Cause  - The City’s staff size does not allow for separate employees from handling incompatible duties. 

 

Effect – The City’s internal control system is not as strong as it would be if incompatible duties could be 

separated among different employees. 

 

Recommendation - We realize that with a limited number of office employees, segregation of duties is 

difficult.  However, the City should review its operating procedures to obtain the maximum internal 

control possible with existing personnel, and utilize administrative personnel to provide additional 

control through oversight and review. 

 

Response - We will review our operating procedures and to the extent possible, segregate duties among 

our staff. 

 

Conclusion – Response accepted. 
 

I-B-14 Vehicle Policy –The City has not adopted a formal policy to regulate the personal use of City vehicles.   

 

 Criteria – The Internal Revenue Service has regulations that govern vehicles provided  by an employer 

and what should happen with any personal use of an employer sponsored vehicle. 

 

 Cause – The City does not feel that there is any personal use and never felt the need to adopt a policy 

over the usage of City vehicles. 

 

 Effect – There is no clear policy that documents what is allowed, not allowed, or expected by the City 

when there is use of a City provided vehicle. 

 








